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(Wher eupon, the follow ng
proceedi ngs were had out of in
camera.)
BY MR. ROBERTSON:
Q And - -
MR. CASEY: At this point I'm going to ask that
we go into closed session. | just said we weren't --
we agreed that we weren't going to quote specific

information within there but make an extrapol ati on.

MR. ROBERTSON: Well, | don't know that I
guoted the specific information. | think the witness
may have in his response. | don't know if the

Conpany feels --

MR. CASEY: If that's the case, your Honor, and
it's difficult for the witness to answer without
di sclosing confidential information, we'd ask that we
go into closed session.

JUDGE SAI NSOT: Ckay. Let's start with
somet hing very basic. What is so confidential about
this? This appears to be aggregate information. So
just clue ne in.

MR. CASEY: Well, it may appear to be aggregate
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but it's built upon each individual min size. So
the information -- two things, one, no party objected
to the confidentiality of this document. The Conpany
requested confidential treatment of this document,
and the informati on contained thereon -- therein
builds fromthe specific confidential information.
One could -- well 1'lIl leave it at that.

JUDGE SAI NSOT: Well, |I'm not sure that just
because nobody objected makes it confidential.

MR. CASEY: Finally, your Honor, I|IEC has not
expressed any di sagreenment with going into closed
session so that they can conplete their exam nation.
Therefore, if there's any kind of benefit to the
doubt here, we'd ask that the Conpany be given that
benefit.

MR. ROBERTSON: Well, | certainly don't have an
obj ection. | have one nobre question about a
percentage that he can calculate frominformation
that is contained on Page 10, | believe, of 16. And
' m going to ask himif he would accept that, subject
to check, that a certain percentage of gas flows

t hrough 6-inch mains or less for Rate 77 custoners.
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And - -
JUDGE SAI NSOT: Are you going to use --
MR. ROBERTSON: : -- he'll have to make the

cal cul ati on based on any numbers that are on that

page.
JUDGE SAI NSOT: Ri ght .
Are you going to use the exact
nunbers? | think that's the problem that M. Casey

is referring to.

MR. ROBERTSON: No, | wasn't going to mention
t he exact nunmbers --

JUDGE SAI NSOT: Ckay.

MR. ROBERTSON: : -- and that's the end of ny
Cross.

JUDGE SAI NSOT: So does that take care of your
probl en?

MR. CASEY: Yes, it does.

JUDGE SAI NSOT: Okay. Good.
BY MR. ROBERTSON:

Q Okay. M. Mudra, would you agree, subject
to check, that approximately 27 percent of the peak
day gas for Rate 77 customers is delivered through
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mai ns that are 6 inches in diameter or |ess?

A Woul d you pl ease repeat the percentage.

Q Approxi mately 27 percent.

A That's correct.

Q Lastly, would you agree that one of the
primary purposes of using the MDM study results in
t he Conpany's i mbedded cost of service study in this
case was to recognize that |arge volume customers
make much nore Iimted use of small diameter mains
than do small volume customers?

A | would say that the purpose for Nicor Gas
to use the MDM study in this case and in the | ast
case was to inprove the accuracy of the imbedded
costs of service study by more accurately allocating
the distribution mains costs by all -- to all rate
cl asses by size of pipe that -- you know, which
customer class is using which size of pipe.

MR. ROBERTSON: | have nothing further.

Thank you, M. Mudra.

MR. CASEY: At this point, your Honor, | ask
that the response given by M. Mudra to
M . Robertson's first question in this series be
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stricken to protect the confidential nature of this
docunment .

MR. ROBERTSON: Well, your Honor, | -- unless
sonmebody actually had the numbers of the peak day
flow, the percentage --

MR. CASEY: | don't have a problem-- |I'm
sorry. Go ahead.

MR. ROBERTSON: Okay -- the percentage of the
flow through any side main is meani ngless. And
nobody spoke about what the actual peak day fl ows
wer e.

And so | don't know -- | think I'm
i ke you, I'mnot sure as to -- although this
document is marked confidential how asking the
wi t ness what the -- to accept, subject to check, the
approxi mate peak day flow viol ates any
confidentiality.

Secondly, the witness hinmself has put
in percentages on the size -- use of size of mains in
his rebuttal testinony, Nicor Exhibit 29 at Page 17.

JUDGE SAI NSOT: Let me take a | ook at that.

177
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MR. ROBERTSON:: Yeah, which is even nore
specific than the question | asked.

By the way, your Honor, it was not ny
intent to violate any confidentiality in asking the
gquesti on.

MR. CASEY: As your Honor's reviewing it, while
t hey may not have been M. Robertson's intent the
fact of the matter is the information -- the specific
information that has been marked confidential and
that M. Robertson came to ne indicating his
understanding of the -- that it was marked
confidential was still disclosed.

It may not have been the intent, but
it did violate the spirit what it is the Conmpany
agreed to when this cross-exam nati on began.

He got the answer that -- in his final
two questions. | fail to see the requisite need to
have the answer to that first question in there to
support the | ast two.

JUDGE SAI NSOT: M . Robertson, do you really
need to have that percentage in evidence?
MR. ROBERTSON: Well, | would Iike sone
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i ndi cation generally of the percentage that flows
t hrough the 6-inch mains or smaller for these
custoners.

[' EZ SPEAKER 02]: The only other remedy then,
your Honor, would be just to mark M. Mudra's
response confidential then for the record.

MR. ROBERTSON: | have no objection to that if
that's what you all want to do.

JUDGE SAI NSOT: Why don't we do it that way.
That way we can all nove on.

Okay. So you're done, M. Robertson?

MR. ROBERTSON: Fortunately for everybody, yes.

JUDGE SAI NSOT: OCkay. Who's next?

[ EZ SPEAKER 04]: Staff has just a few
questions for M. Mudra.

CROSS- EXAM NATI ON
BY
MS. VONQUALEN:

Q Good afternoon.

A Good afternoon.

Q Jani s VonQual en on behalf of Staff

wi t nesses.
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M. Miudra, 1'd |ike you to refer your

attention to your direct testimony in Exhibit 14. 2,
whi ch was attached thereto. Specifically I'm | ooking
at Rider 8, and it's found on Page 100 of
Exhibit 14.2.

MR. CASEY: M ss VonQual en, what that was cite
again?

[ EZ SPEAKER 04]: Exhibit 14.2, Page 100.

[ EZ SPEAKER 02]: Thank you.
BY [! EZ SPEAKER 04] :

Q Are you there?

A | would prefer to use the exhibit in ny
surrebuttal testimony just to be sure | have the nost

recent version of Rider 8 as we talk.

Q That's fine with me. | don't have that in
front of me, but | think that if you | ook at your
surrebuttal and | | ook at your direct, | don't think
we'll be far apart.

JUDGE SAI NSOT: Okay. M. Mudra, can we have a
page nunber ?

THE W TNESS: Yes. | " m | ooki ng at
Exhi bit 48.2, Page 100 of 100. Actually the page
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number is incorrect. It's Page 100 of 148. It's
m sl abel ed.

JUDGE SAI NSOT: Thank you.
BY [! EZ SPEAKER 04]:

Q M. Mudra, |'m | ooking at towards the
m ddl e of the page there's a paragraph titled, Local
Government Utility Tax Charge, and that entire
paragraph is underlined as in the Conpany w shes to
insert this in Rider 8?

A That's correct.

Q Looki ng towards the m ddl e of the paragraph
there's a sentence that states, The additional charge
shall cover -- and then there are a numbers 1, 2 and
3 in parens. In regards to that section, would you
agree that a custonmer could be overcharged because of
an i mproper municipal tax collection?

A Yes, because of an inproper collection.

Q |f an overcharge occurred, would you agree
t hat the occurrence could cause a decrease in taxes
and other payments to governnmental bodies?

A Yes.

Q Woul d the Conmpany agree to change the
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| anguage after No. 3 there to read, The inconme or
decrease in taxes and other payments to government al
bodies resulting from the additional charge?

A Yes.

[ EZ SPEAKER 04]: Thank you.

| have no further questions.
JUDGE SAI NSOT: Anybody el se?
MS. LUSSON: Yes.

CROSS- EXAM NATI ON

BY
MS. LUSSON:
Q Good morning -- sorry -- afternoon,

M . Mudra.

A Good afternoon.

Q My name's Karen Lusson. |'mfromthe
Attorney General's Office on behalf of the People of
the State of Illinois.

|f you could turn to Page 43 of your
direct testinmony. | just want to talk for a few
m nut es about the mechanics of Rider VBA as proposed
by the Company.

Now it's correct, isn't it that Ri der
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BBA establishes a benchmark rate case margin per
customer by customer class; is that right?

A No.

Q Can you correct what was wrong with that
phrase.

A Ri der VBA establishes a percentage of fixed
costs that are imbedded within the Company's
volumetric distribution charges during a rate case
period. And it allows the Conpany to recover the
aggregate dollar amount of fixed costs that are
i mbedded within the Conpany's volunmetric distribution
char ges. It reconciles to a whole number rather than
to a per customer number.

Q Let's turn to your Exhibit 29.2, which is
your volume bal ancing adjustnment Rider 28 tariff.

MR. CASEY: Whi ch page?

[ EZ SPEAKER 03]: Exhibit 29.2.

MR. CASEY: That 29.2 contains multiple riders.
Page 26 of 33, is that where you're at?

MS. LUSSON: At page --

MR. CASEY: Excuse me. 20 --

MS. LUSSON: | think 25 of 33.

389



10

11

12

13

14

15

16

17

18

19

20

21

22

MR. CASEY: 20.

JUDGE SAI NSOT: 25. Ckay.

MR. CASEY: Thank you.

BY [! EZ SPEAKER 03] :

Q And the benchmark rate case margin per
customer that's established in this case is conpared
with the actual margin revenues that occur -- that
are used by custoners assum ng Rider VBA is approved
by the Comm ssion; is that correct?

A First, may | refer to Exhibit 48.2 on
surrebuttal ?

Q Sur e.

A That is the nost current copy of Rider VBA.

Q Okay.
A Coul d you please repeat the question.
Q Sur e.

Is it correct that the Rider VBA, the
benchmark rate case margin |evel established in this
case would then be conpared with actual margin
revenues by a customer class and then applied two
months later in bill as either a surcharge or a

credit, is that correct, for those three customer
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cl asses?

A No.

Q The benchmark margin revenue that is
established in this case would be conpared with
actual margin revenues for Rates 1, 4 and 74 under
Ri der VBA; is that correct?

A At the end of the year in the
reconciliation proceeding.

Q OCkay. And then for the nmonthly -- for
purposes of determ ning the monthly surcharges or
credits, the -- explain how that would occur.

A The effective conponent of Rider VBA is
based upon the average rate case margin per custoner
and the average actual margin per custonmer. And it
conpares those two average margins per customer on a
mont hly basis and then adjusts future customers'’
bills based upon the difference between those two
averages at the percentage of fixed costs that are
i mMbedded within the distribution charges and applied
only to the rate case customer |evels that are
approved in this proceeding.

Q And the effect -- the rate effect of that
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cal cul ati on would appear on customer bills two nmonths
after the component is filed with -- each nmonth with
the Comm ssion; is that right? There's a two-nonth
del ay between the actual filing and conputation in
terms of the amount showi ng up on a customer bill?

A Yes, there is a two-nmonth del ay between the
time we get the actual data conpute, the effective
charge and then apply it to a customer's bill two
mont hs | ater.

Q Now, this is been -- this is going to be
applied -- if the Comm ssion approves it, to Rates 1,
4 and 74; is that correct?

A That's correct.

Q And Rate 1 is the residential custonmer
class; is that right?

A Yes.

Q And Rate 4 would be the commercial custonmer
class; is that correct?

A Yes.

Q And can you descri be what the conmmercia
customer class typical customer is?

A Rate 4 and 74 are conpanion rates, and they
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represent nonresidential customers. They can range
fromvery small storefront businesses, |ike a video
store, to actual manufacturing conpanies using 10,
20, 30,000 therms a nmonth.

Q And how about Rate Classification 74,
transportation customers, can you describe a typical
customer .

A They woul d have the same description in
terms of range of possible sizes. But a Rate 74
customer has elected to purchase their supplies from
a third-party supplier, and they do not pay for
storage in their bundled rate. They purchase it
separately under the storage banking service charge.

Q And woul d there be separate benchmarks
established for unbundled residential and commerci al
customers that would result in different Rider VBA
credits and surcharges than bundled custonmers? And
by "bundled,"” | mean -- "unbundled,” | mean,
customers who contract with gas retailer supplies for
their comodity portion of their natural gas delivery
service.

A There shall be a effective conmponent
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computed for each rate designated in the rider, Rates
1, Rates 4 and 74.

Q So ny question is, if a customer --
resi dential customer, Rate 1 customer is an unbundl ed
customer that has contracted with an alternative
retail gas supplier for the commdity portion of
their service, would the Rider VBA credit or
surcharge for those customers be different than the
bundl ed residential and commercial custonmers?

A Rate 1 custonmers -- residential custoners
who are served by Nicor Gas and Rate 1 customers who
are served by a marketer are both served by the same
di stribution charges under Rate 1. And so,
therefore, there would be one effective conmponent for
both of those customers.

Q Okay.

JUDGE SAI NSOT: And when you say "a marketer,”
M. Miudra, you mean an alternative gas supplier?

THE W TNESS: That's correct.

BY [! EZ SPEAKER 03] :

Q So you cannot envi sion any scenario in

whi ch bundl ed and unbundl ed residential custoners
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woul d have different rate effects from Rider VBA?
A Both of those customers are paying the
exact same distribution rates. And so Rider VBA
adjusts their future charges based upon differences
to this same rate that they're paying.
Q ' m going to show you what 1'lIl mark as AG
Cross Exhibit, | believe, 15.
(Wher eupon, AG Cross-Exhibit
No. 15 was marked for
identification.)

BY [! EZ SPEAKER 04] :

Q AG Cross-Exhibit 15 is the Conpany's
response to -- I'msorry, yes -- is the Conpany's
response to AG Data Request 3. 15. And was this
response prepared by you or under your supervision?

A Yes.

Q Now, this response -- or request asks for
revenue inmpacts to rates if Rider VBA had been in
pl ace from 2003 t hrough 2007. And the Conpany's
response references Staff Data Request SK2.01, which
supplies that data for each of the past ten years;

t hat correct?
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A That's correct.

Q And SK2.01 was al so prepared by you or
under your supervision; is that right?

A Yes, it was.

Q Tal k about the filing requirements
associ ated with each of the five proposed riders, is
it correct that each of the riders would require
filings establishing effective components or rates to
be charged for the customer classes that they apply
to? In other words, they would require filing with
the Comm ssion stating that this is a rate to be
charged or a credit to be incurred as a result of
this rider?

A That's correct.

Q And is it correct that each of the riders

woul d require annual reconciliation -- annual
reconciliation filings?
A Over the course of the case, | believe

Staff has requested that there would be annual
reconciliations on all of the riders. So | do
believe it's correct that there would be

reconciliation on each rider.
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Q OCkay. And, for exanmple, under the Company

Use Adjustnment Rider, is it correct that there would

be an annual docketed filing a prudency and

reasonabl eness of cost determ nation in that

reconciliation proceeding -- well, let me stop there.

A Yes, before March 31st of each year the

Conpany files a petition with the Chief Clerk to

initiate an annual docketed reconciliation process,

and that petition shall be supported by testinmny as

to the prudence and reasonabl eness of the costs

charged under Ri der CUA.

Q And under Rider CUA, there would be also an

annual internal audit with specific tests as proposed

by Staff?

JUDGE SAI NSOT: You're tal king about the
Conpany Use Adjustment Rider?

MS. LUSSON: Yes.

JUDGE SAI NSOT: Ckay.
BY [! EZ SPEAKER 03] :

Q And I'mreferring to Page 51 of your
rebuttal testinony if that hel ps.

A On Sheet No. 80.3 in Rider 27 Exhibit

48. 2
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Page 135 of 148 under Section E, Annual Internal

Audit Requirements of Rider CUA, the Conmpany wil
conduct an annual internal audit and submt it to the
manager of the Comm ssion's Accounting Depart ment

bef ore March 20th of each year. And that audit shal
include at least the following tests -- and there are
four of them

Q Okay. And then with respect to Rider EEP,
there would be a reconciliation docket as well as an
annual internal audit report requirement for that
rider as well, wouldn't there?

A That's correct.

Q And with respect to Rider Q P, there would
be an annual docketed reconciliation period --
reconciliation docket that includes a prudency and
reasonabl eness of cost determ nation in that docket;
is that correct?

A Yes, the petition is supported by testinony
fromthe Conpany as to the prudence and
reasonabl eness of the costs charred under Q P.

Q And with Rider QP there would be an annual

internal audit with specific tests required as a part
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of that rider as well; is that right?

A That's correct.

Q And finally with -- not finally -- with the
Uncol | ecti bl e Expense Adjustment Rider, again, there
woul d be an annual docketed reconciliation proceeding
with prudency and reasonabl eness of costs
determ nations in that proceeding; is that right?

A That's correct.

Q And there would al so be an annual i nternal
audit for that rider as well; is that correct?

A That's correct.

Q Now, with respect to Rider VBA on the
Vol ume Bal anci ng Adjustment Rider, | believe in your
rebuttal testinony you adopt proposed nodifications
to the tariff fromthe Staff, assum ng the Conmm ssion
adopted Rider VBA, and that proceeding -- or that
tariff would also include reconciliation proceeding;
right?

A That's correct.

Q And there would al so be an annual i nternal
audit report that would be filed with the Comm ssion

associated with that tariff?
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A You're referring to Rider VBA, Rider 28
that was filed on rebuttal ?

Q Yes.

A Yes. And at that time the Company added
the internal audit requirements and other itens
relating to the reconciliation at Staff's request.

Q Now, woul d you expect the Comm ssion Staff
to be involved in those docketed proceedi ngs as well
as possibly other intervenors depending on the rider
i nvol ved?

A Yes, | would expect the Comm ssion Staff to
be involved and there could be other intervenors.

Q And is it correct that the Company has not
made any sort of estimate as to the costs associ at ed
with the adm nistrative and regul atory costs
associated with the all of these filings that would
be required by these five riders?

A Are you referring to costs at the
Comm ssi on?

Q Costs for both the Company and the
Comm ssion and any party that m ght intervene.

A The Conpany woul d not estimate needing to
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add any enpl oyees to performits work related to the
reconciliation process or the internal audits. So we
woul dn't envi sion any new incremental costs
associ ated with enmpl oyees to conduct that work.

| could not speak to the costs of
other intervenors or the Comm ssion itself.

Q Now, in your rebuttal testimny with
respect to Rider VBA you indicated that the Conmpany
would file a -- in response to Staff Wtness Burm
Jones' reconmmendati on provide an annual earned rate
of return report for the fiscal year and an anal ysis
of the inmpact that VBA revenues collected during the
most recent fiscal year on that reported earned

return; is that correct?

A Can you give ne a citation?

Q Yes, | believe that is on Page 53, Line
1117.

A Yes, it states that annually we would

report the effects of Rider VBA on the Conpany's rate
of return.

Q And this -- would this -- do you envision
this to be a part of the annual reconciliation
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process, that information?

A That would be part of the Conpany's annual
statement of the reconciliation adjustment
conponents, RAl and RA2. As part of that filing, the
Conpany will provide the annual earned rate of return
for the nost recent fiscal year and an anal ysis of
t he i npact of VBA revenues collected during recent
fiscal year. That's provided and filed with the
Comm ssion annually no |l ater than March 31st.

Q So that would be separate and apart from
the reconciliation proceeding or filed at the sanme
time?

A That would be filed before March 31st of
each year. And |I think it would be the Comm ssion's
tinmeline as to when the reconciliation proceeding
woul d occur.

Q Okay.

JUDGE SAINSOT: So it's your understanding the
Comm ssion would initiate the reconciliation?

THE W TNESS: It's my understandi ng that the
Conpany will make two filings with the Conm ssion.
The first filing by March 31st, as | mentioned, would
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include the reports that we just discussed. At the
same tinme, the Company would also file a petition
with the Comm ssion seeking the initiation of the
docketed annual reconciliation process.

BY [! EZ SPEAKER 03] :

Q Presumably this rate of return information
that would be filed with the Comm ssion would -- is
it your testinmony that it would provide information
to the Comm ssion about how Rider VBA is affecting
t he Conpany's earnings?

A It's my understanding that that report
woul d describe the inpact of the VBA revenues and
what their impact was on the Conmpany's reported and
earned returns that it provides to the Conm ssion
quarterly on a confidential basis.

Q Okay. And |I'm | ooking at -- right now I
have in front of me the rebuttal volume VBA tariff,
which is the first time you indicate that you'll be
filing this rate of return information. And it
doesn't indicate there what kind of specific
accounting information the Company will be filing as

part of its report to the Comm ssion about its
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ear ni ngs and Ri der VBA.

Can you tell -- is it correct, |
assume then, that the Conpany would not be filing a
Part 285 filing for the Comm ssion at that point in

time to show all of its expenses, revenues, rate base

amount s?

A You're referring to a full rate case Part
285 filing?

Q Ri ght .

A That's correct.

Q Do you know is -- would it be a FERC Form
1, would it be the Illinois Conmerce Comm ssion
annual -- | think it's Form 21 Report? What would it

| ook 1ike?

A The Staff of the Commerce Conm ssion had
requested that the Conmpany include this type of
annual earned rate of return report. And | believe
it is currently perform ng such a report for Peoples
Gas under their Rider VBA. So | would expect that
t he Conpany would have an opportunity to discuss with
Staff the nature and structure of that report and put

it together in a simlar fashion.
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Q So sitting here today, you don't know if
it's going to look Iike a FERC Form 1 or an Illinois
Commerce Comm ssi on Annual Report 217

A | would not expect it to |look |like either
of those reports.

Q What woul d you expect it to look l|ike?

A Well, | don't have a copy of what the Staff
is doing related to Peoples. It's difficult for nme
to comment on the exact nature or form of that report
t hat would be suitable to Staff.

Q Woul d you agree that whether or not that
information takes the form of say a FERC Form 1 or an
[I'1inois Commerce Conmm ssion Report 21 or whatever
the formis that's -- Peoples Gas used, that -- that
what kind of specific accounting information is filed
has direct rel evance as to the conputation of the
Conpany's earnings and the effect of Rider VBA on
t hose earni ngs?

A Coul d you please restate the question.

[' EZ SPEAKER 03] : Can you read that question

back, pl ease.
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(Wher eupon, the record was read
as requested.)

THE W TNESS: The Conpany's earnings are
publ i shed financial statements reviewed by
i ndependent external auditors. And |I don't believe
that that information would be affected by any other
comput ations. They are what they are. If that's
what you're asking. | mean, and so we'll have
evidence as to what those actual earnings are.

BY [! EZ SPEAKER 03] :

Q But for purposes of determ ning what those
actual earnings are, would you agree that what form
the reporting of those earnings takes and what
information is supplied for purpose of calcul ating
the earnings affects how a computation of a Conpany's
earnings is achieved?

A | think we're tal king about two different
things. The rider describes the mechanics of the
comput ati ons that will be used to determ ne the
effective charges under ride VBA. And when Rider VBA
is in effect, the Conmpany will follow the tariff to
determ ne the charges that should be applicable.
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Separately its Accounting Department
will record all of the revenues and earnings of the
Conpany and publish its financial statenents. So any
reports that are then |ater prepared for the
Comm ssion would utilize the data from our published
financial statements as well as the information from
perhaps the filings of Rider VBA.

Q And you keep referencing "published
financial statements,"” and that's what |I'mtrying to
get at. \What would those published financi al
statements -- what form would they take? |If not a
FERC Form 1 where you've got financial data provided
or an Illinois Commerce Conm ssion Form 21, how do we

know how this return is going to be conmputed?

A Well, we do file an Annual Form 21 with the
Commerce Comm ssion, as all utilities do, so that
information is published accounting data. It's

avail abl e.

Again, we would need to refer
specifically to what Staff is currently doing with
Peoples to see the exact form of the reports that

shoul d be generated.
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Q So is it your testimony then that the
financial data that Nicor will file will replicate
what ever is being filed by Peoples Gas? |s that your
testinony?

A My testinony is that the financial data
that Nicor Gas files will be its actual audited
financial information that may come from a variety of
sources, Form 21, our annual 10K, our quarterly
reports, our 10Qs. So it could come from those
sour ces.

Q 10Qs, are they filed with FERC or the
1 1inois Commerce Conmm ssion or both?

A Wth the SEC.

Q Okay. And is it correct that when that
kind of financial information is reported on those
Form 21s or SEC fornms that -- for exanple, there
isn't a line in any of those forms for what we would
call rate base. | nstead you need to find bal ances
for say plant and service, accunul ated depreciation,
deferred income taxes, and each other elenment of rate
base, and then add up all those pieces to get a

cal cul ated rate base; is that right?
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A It is true that neither of those forns
present rate base as we do in a rate case.

Q And woul d you agree that those forns
generally show only beginning and end of year
bal ances of rather than nmonthly or average rate
bal ances?

A Yes, | mean, the bal ance sheet is as of a
particul ar date. And many items of rate base in this
case are averaged over a 13-nonth period, for
exanpl e.

Q And sitting here today, do you know whet her
the informati on that you'll file with the Comm ssion
for purposes of it being able to determ ne the
Conpany's earnings, whether that would be filed on an
average rate -- average plant basis or an end of year
basi s?

A Again, while | don't have the exact
tenplate that the Staff of the Comm ssion is using
with Peoples Gas to guide me, | would envision that
t he Conpany would utilize reports simlar to the
other reports we file with the Comm ssion on a
quarterly basis, on a confidential basis that have to
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do with rate base and earnings and return on rate
base.
(Change of reporters.)

Q And woul d you agree that whether the
Conpany uses end of year or average bal ances, that
that effects the calculation of the rate base?

A Yes.

Q And do you know if any of the rate base
adjustments that are being proposed in this rate case
woul d be recal culated and reflected in each future
rate base cal cul ation by the Conpany for purposes of
reporting its earnings each year and the effect of
Ri der VBA on those earnings?

A Coul d you please repeat the question?

Q Do you know if any of the rate base
adjustments that are being proposed in this case
woul d be recal cul ated and reflected in each future
rate base calculation in the earnings filing that the
Conpany woul d make each year and reported to the
Comm ssi on?

MR. CASEY: At this time, your Honor, 1'd
obj ect . M ss Lusson has asked M. Mudra what
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information the Conpany planned to file on an annual
basis at Staff's request at |east three or four
di fferent ways. He said in essence that the Company
woul d 1 ook to see what the Staff's requesting in
Peopl es and provide that same sort of information.

MS. LUSSON: Well, your Honors, | should have
the ability to explore with the witness what the
Conpany plans on filing and al so explore with the
wi t ness whether the -- first of all, once -- if the
information is identified, that what is filed
actually affects how earnings are reported.
Presumably this recommendati on was made with the
purpose of providing some sort of backstop, so to
speak, for earnings associated with Rider VBA. I we
don't know how the earnings calculation is going to
be made, I'mnot -- 1'll stop there. | think it's
necessary to understand how earnings would be
reported before we can make a judgenment at to whet her
or not that protects ratepayers.

JUDGE SAI NSOT: | think it's pretty clear that
he doesn't know how it's going to be reported and I
think it's -- you crossed the line. Your objection
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i's sustained.

MR. CASEY: Thank you, your Honor.
BY MS. LUSSON:

Q And do you have any idea how net operating
income would be reported for purposes of the earnings
reports?

MR. CASEY: Sanme obj ection.

JUDGE SAI NSOT: Sustained. He doesn't know.

MS. LUSSON: If I could have a moment, | m ght
be done.

BY MS. LUSSON:

Q Sitting here today, M. Muidra, do you have
any idea as to whether or not the Conpany would be
reporting any recurring or -- nonrecurring or
one-time adjustments in the final information filed
with the Comm ssion for purposes of reporting its
ear ni ngs?

MR. CASEY: Obj ection. Sanme obj ection.

JUDGE SAI NSOT: Read that question back to ne,
| didn't get that first part.

(Record read as requested.)

JUDGE SAIl NSOT: Sust ai ned.
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You could take a 5 m nute break, would
t hat help you, M ss Lusson?

MS. LUSSON: | just need about 10 seconds here.

JUDGE SAI NSOT: Okay. Then we'll take about a
5 mnute break after you're done.

BY MS. LUSSON:

Q Just one final question, M. Muidra. Prior
to your testinmony here today, have you ever reviewed
the financial information filed by Peoples Gas for
pur poses of their Rider VBA earnings report?

A No, | have not.

MS. LUSSON: That's all the questions | have.

Thank you, M. Mudra.

JUDGE SAI NSOT: CNE, does CNE have questions
still?

MR. ROWLAND: No, your Honor.

JUDGE SAI NSOT: M ss Lusson, you have two
Exhi bits, 14 and 15.

MS. LUSSON: | believe |I only had one.

JUDGE SAI NSOT: Only one, okay. 15, are you
admtting that?

MS. LUSSON: Yes. | would nove for the
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adm ssion of that exhibit, please.
JUDGE SAI NSOT: Any objection?
MR. CASEY: No, objection, your Honor. | would
note, however, that the AG exhibit refers to a
response to SK 201 and then within that response is a
suppl emental response that indicates there's attached
confidential information. Your Honor, as opposed to
the situation with M. Robertson, that information --
the actual information is confidential, so the record
is clear that the information attached was the Excel
spreadsheets that were confidential information.
JUDGE SAI NSOT: OCkay. Thank you for that.
MS. LUSSON: Yes, that was my understandi ng,
that only the Excel form was confidential.
JUDGE SAI NSOT: Thank you for clarifying that.
Okay. Heari ng no objection,
M ss Lusson, your motion is granted and AG Cross
Exhibit 15 is entered into evidence.
(Wher eupon, AG Cross
Exhi bit No. 15 was
admtted into evidence as

of this date.)

414



10

11

12

13

14

15

16

17

18

19

20

21

22

MS. LUSSON: Thank you.

JUDGE SAI NSOT: Okay. How about 10 m nute
br eak. | assunme you are going to have redirect?

MR. CASEY: That's what we'll talk about during
the 10-m nute break.

(Recess taken.)

JUDGE SAI NSOT: Okay. We're back on the

record. Redirect of M. Midra?

MR. CASEY: Yes, your Honor, just a couple

guesti ons.
REDI RECT EXAM NATI ON
BY
MR. CASEY:
Q M. Mudra, earlier -- nmuch earlier today

M . Robertson asked you some questions about the
i ncrease the Conpany's proposed as -- the increase as
it relates to Rates 1 and 77. In your response, you

di scuss the maxi mum i ncrease a residential customer

woul d incur. Do you recall that question?
A Yes, | do.
Q | believe that you indicated the maxi mum

increase was sonewhere about $5.15 per nonth and you
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descri bed that amount as not being very | arge. I n
what context did you mean?

A That increase of $5.15 per month is not
very large relative to the customer's total bill for
di stribution service and commodity service. For
example, in nmy surrebuttal testinmny, on
Exhibit 48.7, | show what an average residentia
customer's bill | ooks |Iike under Nicor Gas' proposed
rates, including the cost of the comodity itself;
and the total for that customer exanple is $1,280 and
t he annual increase is $58 per year in base rate
charges or in that particular case, $4.86 per nonth
for that customer. So that customer's increase,
relative to his total bill at the very bottom of that
exhibit on the right-hand side shows that it's a 4.78
percentage increase in the customer's total bill. | t
was in that context that | indicated $5.15 wasn't a
relatively |arge increase.

Q Simlarly, M. Robertson asked you a series
of questions regarding the effect of the Conpany's
proposal -- proposed rates on Rate 77 customers. Do

you remenmber those questions?
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A Yes, | do.

Q Do you know what the effect is of the
Conpany's proposed rates to a Rate 77 customer based
on that customer's overall bill, including gas costs
or commodity costs?

A Yes. In my direct testimny on Exhibit
14.9, Page 8 of 8, the Conpany presented some bill
conpari sons for Rate 77 customers and | ooking at that
exhi bit and including the conmmodity costs for a
Rate 77 customer using 500,000 therns per year and at
a 70 percent |oad factor, the total percentage change
in that customer's annual bill would be 1.98 percent
of customer's total energy bill.

JUDGE SAI NSOT: And this is 14 --

THE W TNESS: This is 14.9.

JUDGE SAI NSOT: -- . 9.

THE W TNESS: Page 8 of 8, Line 19, the far
ri ght-hand column | abel ed Percent age Change of
1.98 percent and | would note that that's a very
smal|l Rate 77 custonmer, nmost of them are using 5, 6,
7 mllion therms per year, so the percentage would be

even |l ess than 1.98 percent.
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MR. CASEY: | have nothing further.

JUDGE SAI NSOT: Any redirect -- | mean recross?

MR. ROBERTSON: No.

JUDGE SAI NSOT: M ss Lusson?

MS. LUSSON: No.

JUDGE SAI NSOT: Okay. You are excused. Thank
you very much, M. Midra.

THE W TNESS: Thank you very much.

JUDGE SAI NSOT: So are there any schedul e
changes in tomrrow s schedul e?

MR. ROONEY: Your Honor, in terms of sequence,
no. The schedule that | sent out to both of you | ast
evening, as well as all the parties reflected the
updates through yesterday. | think the only one
i ssue that m ght be out there right now is THAT we're
going to get back with M ss Soderna about waiving
cross for M. Thomas and elimnating CUB cross
related to Dr. Makholm who is up first tomorrow, but
| think that that is it at this point in time.

JUDGE SAI NSOT: Okay. So this is it unless
there's --

MR. ROONEY: | don't know if this is a good
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opportunity, we had a couple nobre witnesses who were
wai ved that if we could identify and bring those into
the record now --

JUDGE SAI NSOT: Sure --

MR. ROONEY: -- that would be great. The first
witness is Miss Karen K. Pepping, your Honor. And
M ss Pepping submtted two pieces of testinony,
rebuttal testinony and surrebuttal testinony.
M ss Pepping's rebuttal testinmony is identified as
Ni cor Gas Exhibit 31.0, her surrebuttal testimony has
been identified as Nicor Gas Exhibit 50.0 along with
attached exhibits 50.1 and 50.2. And we'd nmove for
the adm ssion of those two pieces of testinony and
the attached exhibits into evidence.

JUDGE SAI NSOT: |s there any objection to the
adm ssion of M ss Pepping's testimny?

(No response.)
JUDGE SAI NSOT: Heari ng none, your notion is

grant ed.
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(Wher eupon, Nicor Gas

Exhi bit Nos. 31.0, 50.0,

50.1 and 50.2 were

admtted into evidence as

of this date.)

MR. ROONEY: Thank you, your Honor.

JUDGE SAI NSOT: Just for the record,

M ss Pepping's testimny consists of Nicor Exhibit
31.0 and 50.0 with attachments 50.1 and 50. 2.

MR. ROONEY: And then consistent with our
agreement with Staff with regard to M ss Freetly and
M. Ruschau from the Conpany, |I'd |like to move in the
direct rebuttal and surrebuttal testimny of Dougl as
M. Ruschau. M . Ruschau's direct testinmony is
identified as Nicor Gas Exhibit 9.0 attached thereto
are Exhibits 9.1 through 9.5; rebuttal testimony is
identified as Nicor Gas Exhibit 24.0 with attached
Exhibits 24.1 through 24.89.

And finally, surrebuttal testinony has
been identified as Nicor Gas Exhibit 43.0 along with
attachments 43.1 and 43.2 and the Conpany would nove
t hose exhibits into evidence.
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JUDGE SAI NSOT: Any objection?
(No response.)

JUDGE SAI NSOT: Heari ng none, your notion is
granted and the testinony of Douglas M Ruschau is
admtted into evidence. And just so we're clear,
it'"s Nicor Exhibits 9.1 with -- 9.0 with attachments
to it which consists of 9.1 through 9.5. Al so, Nicor
Exhi bit 24.0 and attachments 24.1 through 24.8 and,
finally, it is N cor Exhibit 43.0 with attachments
43.1 through 43. 2.

(WMher eupon, Nicor Gas

Exhi bit Nos. 9.0, 9.1 through 9.5,
24.0, 24.1 through 24.8,

Exhibit 43.0, 43.1 through 43.2 were
admtted into evidence as

of this date.)

MR. ROONEY: And then for housekeeping
purposes, in terms of Nicor's prefiled testinony,
your Honor, we have Dr. Makhol m up tomorrow norning
and then the only other one witness, M. Kirby whose
cross is waived, we'll present his testinony tonorrow

as wel | .
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JUDGE SAI NSOT: So you are in pretty good
shape?

MR. ROONEY: Cl ose.

JUDGE SAI NSOT: OCkay. Anything else?

MS. LUSSON: If I could, your Honor, the
AG s -- both of the Attorney General's w tnesses were
not requested to conme in for cross, so if | could, |
would like to move for adm ssion of those exhibits.

We'd first move for the adm ssion of

the direct testimony of David J. Effron, both public
and confidential versions that were filed on
August 27th and the public version was identified as
Exhibit 1.0 and 1.1, as well as the confidential
direct testimny of David J. Effron, which is also
confidential Exhibit 1.0 and 1.1 and | would nove for
the adm ssion of those docunents.

JUDGE SAI NSOT: Any objection?

(No response.)

JUDGE SAI NSOT: Heari ng none, your motion is
granted and M. Effron's testinmny which consists
of -- Effron doesn't have any rebuttal testimny?

MS. LUSSON: He does. | was going to do is
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separately, if you'd like I can do it together.

JUDGE SAI NSOT: Yeah, why not.

MS. LUSSON: M. Effron also filed rebuttal
testimony on October 23rd. Those exhibits were
mar ked as Exhibit 4.0, 4.1, 4.2 and 4.3 and we would
move for the adm ssion of that rebuttal exhibit and
as well as the corrected version of AG CUB Exhi bit
Effron 4. 1.

JUDGE SAI NSOT: So you have 4.07?

MS. LUSSON: Corrected 4.1, 4.2 and 4. 3.

JUDGE SAI NSOT: Ckay. Got it. Any objection?

MR. ROONEY: None.

JUDGE SAI NSOT: Ckay. Your notion is granted.
And just for the record, | just want to make sure
that we're clear as to what the exhibits are.
M. Effron's testinmony, which is AG Exhibit 1.0, 1.1
and apparently confidential version of 1.0 and 1.1,
as well as AG Exhibit 4.0, 4.1 corrected and 4.2 are

admtted into evidence.
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(Wher eupon, AG

Exhi bi t

4.0,

adm t

4.1

t ed

Nos. 1.0, 1.1,

, 4.2 were

into evidence as

of this date.)

MS. LUSSON: As well as 4.3, your Honor.

JUDGE SAI NSOT:

Okay. And 4. 3.

(Wher eupon, AG

Exhi bi t

adm t

t ed

No. 4.3 was

into evidence as

of this date.)

MS. LUSSON: And one other -- three other

pi eces of testinmony filed by Scott J.

testinony Exhibits 2.0 through 2.15.

Rubi n, direct

I n addition,

there was the additional direct testinmny of Scott J.

Rubi n, which were Exhibits 3.0 through 3.7 and the

rebuttal testinony of

Scott J. Rubin,

Exhibit 5.0 through 5.5.

MR. ROONEY: Excuse ne. On the

there one piece that
THE W TNESS:

removed.

whi ch was

direct, was

was confidential ?

That

confidenti al

desi gnati on was
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ver si ons that

MR. ROONEY: That's right.

MS. LUSSON: And we made t hat

JUDGE SAI NSOT:

Okay.

are being filed.

Sorry.

correction on the

Any objection to the

adm ssion of M. Rubin's testimony into evidence?

granted and AG Exhibits 2.0,

t hrough 2.15 as well

MR. ROONEY: No.

JUDGE SAI NSOT:

Heari ng none,

your notion is

with attachments 2.1

as 3.0 with attachments 3.1

through 3.7 and 5.0 with attachments 5.1 through 5.5

are adm tted

el se?

into evidence.

(Wher eupon,

Exhi bit Nos.

3.0,

5.0,

adm tted

AG

2.0, 2.1 through 2.15

3.1 through 3.7 and

5.1 through 5.5 were

of this date.)

MS. LUSSON: Thanks very much.

JUDGE SAI NSOT:

Okay.

into evidence as

Anyt hing further

(No response.)

JUDGE SAI NSOT:

Okay.

Thanks.

See you

anybody
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tonorrow at

9: 00.

(Wher eupon, an evening

recess was taken to resune

at

9:00 a.m)
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